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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

* SECURITIES AND EXCHANGE comnssmN,

RAVIY. KOTHARE, : : :
STERLING CAPITAL PLANNERS INC

S.F. ADVISORS, LLC D/B/A AFFINITY CLUB
NETWORK, LLC, and

Plaintiff,

—against— -

. ovciv.‘lsl_—( Ly R

PLAYERS CHOICE CLUB,LLC, S o

Defendants.

N

=

ORDER TO SHOW CAUSE,
TEMPORARY RESTRAINING ORDER, -

AND ORDER FREEZING ASSETS AND GRANTING OTHER RELIEF

On the Application of Plaintiff Securities and Exchange Comzmssmn for an Order:

directing defendants Rav1 ' Kothare (“Kothare™), Sterling Capital Planners, Inc.

(“Sterling™), SF. Advisors, LLC d/b/a Affinity Club Network, LLC (“Affinity”) and Players

Choice Club, LLC (“Players Choice” or tﬁe “Ciub™) (collectively the “Defendants™) to show

cause why an order should not be entered, pending a final disposition of this actjon:
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prefirninarily enjoining Defendants Ko£hare and Sterling from vielating Sections
204, 206( 1, 206(2), 206(4) and 207 of the Invesiment Advisers Act of 1940 (the
“Advisers Act”) and Rules 204-2 and 206(4)-2 thereunder;

prelumnanly enjoining the Defendants from vxolatmg Secnon 17(a) of the
Securities Act of 1933 (the “Securities Act”) and Section lO(b) of the Securities
Exchange Act of 1934 (the “Exchange Act”) and Rule IOb-S thereunder |
freezing the Defendants’ assets |

dlrectmg the Defendants to pro'vide ven'fie:d accotmtings'

appointing I’CCCIVEI’S for Players Choice and Sterling; and

proinbmng the destrucuon alteration or concealment of documents.

2) pendmg adjudlcatmn of the foregomg an Order:
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temporarily restraining the I)efendants from violating the aforemennoned Statutes |
and rules;

freezing the Defend'ants’ aesetS'

du‘ectln g each of the Defendants to xmmedxately provide the verified accountmgs
appomtmg temporary recelvers for P]ayers Chmce and Sterling;

prohibiting the dest_ruch‘on, alteration or concealment 'of, docunients; and
providing that the parties may take e)_(pedited disco_very in preparation for A

preliminary injunction hearing on this Order to Show Cause.

The Court has considered (1) the Complaint filed by the Com:mssnon on February 9,

2007; (2) the Declaration of John Bulla, executed on February 8, 2007 and the Exhibits thereto

including the Declaration of Cynthia Ann Bellack, executed on February 2, 2007, the Declaratlon



of Stacy MacDonald, executed on February 3, 2007 and the Declaration of Mark and Lestie
Zagarola, executed on February 2, 2007; (3) the Declaration of Doria Stetch pursusnt to Local
Rule 6.1, executed on February 9, 2007; @) thelDeclaration of Louis M. Laurino, executed on
February 7, 2007; and (5) the memoranduin of law in support of PIaintifflCommission’s |
application, dated F ebruary 8, 2007. |

Based ‘uporn the foregoing documents, the Court finds that a nrnper s.howing,ra's 'requifed
by Section 209(d) of the Advisers Act Section 20(b) of the Secuntzes Act; and Section 21(d) of
the Exchange Act, has been made for the relief granted herem for the following reasons:

- L It appears from the evzdence presented that Defendants Kothare and Sterhng have
vmlated and, unless temporanly restrained, will conhnue to wolate Sectlons 204, 206( 1),
206(2), 206(4) and 207 of the Advisers Act and Rules 204-2 and 206(4)-2 thereunder as eharged
in the Complamt.

2. o It appears from the ev:dence presented t.hat the Defendants have. violated, and,
- unless temporarily restramed will continue to vmlate Secnon 17¢a) of the Securities Act, and
‘Section lO(b) of the Exchange Act and Exchange Act Rule 10b-5, as charged in the Complaint.
. appears that the Defendants may attempt to dlsmpate dep]ete or transfer from

the _;unsdlctlon of this Court funds, property and other assets that couId be subject to an order of |
dlsgotgelnent or an order i nnposmg civil penalties. It appears that an order freezmg the |
Defendants’ assets, as specified herem 1s necessary to preserve the status quo, to protect

, 1nvestors and clients of the Defendants from further transfers of funds and misappropriation, to

protect this Court’s ability to award equitable relief in the form of disgorgement of illegal profits



from fraud and civil Penalties, and to preserve the Court’s abxhty to approve a fair dxsmbunon for
victims of the fraud.

4, It appears that an order requiring each of the Defendants to provide a venﬁed
accounting of their assets, money and property held dlrectly or indirectly by the Defendants, or by

others for the direct and mdlrect beneficial interest of the Defendants, is necessary to effectuate

- and ensure compliance with the freeze imposed on the Defendants’ assets.

50 7 It appears that the Defendants may attempt to destroy, alter or conceal documents.
6. It appears that the appointment of a recelver for the Club and Sterling is necessary

to: (1) preserve the status quo, (u) ascertain the true ﬁnanc:al condition of the Club and Sterling

- and the d:sposmon of investor funds; (jii) prevent further dissipation of the property and assets of

the Club and Sterhng, (w) prevent the encumbrance or dmposal of property or assets of the Club
and Sterling and the i mvestors; (v) preserve the books, records and documents of the Club and

Sterling; (vi) bring th_e Club and Sterhng.:nto compliance wi_th the law; (vii) be available to

respond to investor inquiries; (viii) protect Sterling’s clients’ assets; and (ix) determine whether

the Club and Sterling should undertake bankruptcy filings.
| 7. Good and sufficient reasons have been shown why Procedure other than by notice
of motion j 1s necessary |
8.. * This Court has Junsdicnon over the subject matter of this action and over the
Defendants, and venue proper]y lies in this Dlstnct

NOW, THEREFORE,



L |
IT 1S HEREBY ORDERED that the Defendants show cause, if there be any, to ks

Co_ﬁrtaf 1 A:m.onthe_s! day of - e 2007,ir_1koom |]:Cofthe 4)-/

United States Courthouse, 560 Pear] Street, New York, New York, why this Court should not

206(4) and 207 of the Advisers Act and Rules 204-2 and 206(4)-2 thereunder; and (2) the
.Defendaqts from violating Section 17(a) of the Securities Act and Section 10(b) of the Exchange

Act and Rule 10b-5 thereunder.

indirect control of the Defendants, including, but not limited to, entities owned or controlled by,

related to, or associated or affiliated with the Defendants (the “Affiliated Entities;’), whether held



removal, transfer or other disposal of énjr such assets, funds or other properties including, but not

limited to, al} aséets, funds, or other properties beld in the following accounts:

| WW—W -

| TD Banknorh, NA—— [ 3981070715
Wachovia Securities, LLC 8260-9717 | Stesling Capital Planners, Inc,
TD Ameritrade Institutional 507-12605-16 Sterling Capital Planners, Inc.
Deutsche Bank - Private Weart; 42-920-737 | Sterling Capital Planners, Inc. :
Management : ' : : '
Hudson United Bank 3980778077 | MBP Associates, Inc.

TD Ameritrade Institationa] [ 5071269814 .| Ravi V. Kothare PS TST Acconas

Deutsche Bank Securities, fnc. XMEB0 Ty Kothare




acting at their direction or on their behalf, from destroying, a]termg, concealing or otherwise

entities, including, but not limited to, the Aﬂihated Entities, that refer, reflect or relate to the
allegations in the Complamt, mcludmg, wﬂhout lnmtatlon Sterlmg client accounts, documents,
. books, and records refcmng reﬂectmg or relating to the Defendants ﬁnances or busmess

operatlons

D that the Defendauts show cause at that tlme why this
Court should not also enter 4n Orde directing each of the Defendants to serve upon Plaintiff

/&\/ Comm1ss:on within -Tm\ days or within such extension of time ; as the Commission
agxees to, a verified written accountmg 31g11ed by the Defendant and the officer or employee of
the Defendant who is most knowledgeable about the assets, liabilities and genera] ﬁnancla!
condition of the Defendant, if any, urider penalty of perJury which updates each accounting to be
provided by each Defendant of the assets and habllmes of each Defendant. Each of the

Defendants shall serve such sworn updated wntten accountmgs by hand dehve:y, facsmnle



or any of the Affiliated Entities, and such books and records are located at the offices ‘of the Club
or Sterling, the receiver, in response to any reasonable request by Defendant Kothare, wil}

- provide Defendant Kothare with copies of such records,



law; (7) be available to respond to investor inquiries; (8) protect Sterling’s clients’ accounts; and
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Take and retain lmmedlate possession and control of all of the assets and
property, and al books records and documents of the Club and Ster]mg and the
rights and powers of it with respect thereto; .
Have exclusive contro} of and be made the sole authonzed sxgnatory for, aﬂ .

accounts at any bank brokerage firm or financiat i msntuuon that has possessnon or

'control of any assets or funds of the C]ub and Sterlmg

assets and property of the Club and its i 1nvestors and Sterling and its chents
mcludmg the books, records, and documents of the Club and Sterling,

notmthstandmg the asset freezc unposed by paragraph 11, above;

 Take pre] steps to locate assets that may have been conveyed to third
lmmary eps <y

parties or otherwise concea]ed
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'employees, trustees or other person affiliated with them, and to take any and all

Steps in connection with such policies;

Report to the Court and the partiés by March 12, 200}: subject to such reasonable

extensions as the Court may grant, the fol]o“dng information:
1. All assets, money, funds, securities, and real or personal property then held

directly or indirectly by or for the benefit of the Club and Sterlmg, including, but

not limited to, real property, bank accounts brokcrage accounts, mveshnents

busmess interests, personal property, wherever s:tuated, identifying and descnbmg ,
each asset, its current locahon and value; .

2. All assets, money, funds, securities and real or personal property rcce:vcd
by the C]ub and Sterling, at any time from November 1, 2004 to the date of the
accountmg, describing the source, amount, disposition and current locatron of
each of the assets listed; _

3. Al lsbilities of the Clib and Sterling, including, but not fimited to,
amounts then owed directly or mdlrectly to investors, creditors, or lien hoiders
1dent:|fymg as to each such obli gatlon the amount owed and the investor, credjtor
or lien holder to whom the obhgatlon nns;

If appropnate file for relief and protection under the federal Bankruptcy Code, on
behalf of the Club and Sterlmg after nohcc 1o all parnes in this action;

Take discovery in this action without further order of the Court; and

Take such further action as the Court shall deem equitable, just and appropriate

under the circumstances upon propcr application of the recejver.

10



VII.

ITIS FURTIIER ORDERED that, pending a hearing and determination of the
Commiésion’s Application for Preliminary Injunction, Kdtharé. Sterling, their agents, servants,
employees, and attorneys-in-fact, and those PEISONS in active concert or partlmpat;on wﬂh them
who rccelve actual notlce of this Order by personal service, facsimile service, or othcrw:se are
temporarily restrained from, directly or indirectly, singly or in concert: |

-I. Qmpioying any deviqes, schemes, or artiﬁce to déﬁ'aud'
2. obtammg any money or property by means of, or otherwise makmg, any untrue
' statement of 2 materxal fact or omlttmg 1o state a material fact necessary in order
to make the statements made, in light of the. cnrcumstances under which they were

made, not misieading; or

- other person; o? ,
4. | engaging in any act, practice, or coursé of business \a}hich is ﬁaudﬁlent, deceptive,
or manipulativc
in v:olatlon of Section 17(a) of the Secunhcs Act, Section 10(b) of the Exchange Act and Rule
10b-5 thereunder, and Sections 206(1), 206(2), and 206(4) of the Advisers Act, as deﬁned'in

Rule 206(4)-2.

11



employees and attorneys-in-fact, and those PErsons in active concert or parncxpanon with it who
recewe actual notice of this Order by personal service, facsimile service, or otherwnse are
temporanly restramed fmm directly or md1rcct]y, singly or in concert, in the offer, purchase or
sale of any seeur_lty, by use of any means or mstruments of transportation or commumcatmn in
interstate commerce or by use of the mails:
(@) employmg any device, scheme or artifice to deﬁ'eud'
(b) obtammg money or property by means of an untrue statement of matenal fact or
onnttmg to state a material fact necessary to make the statements made, in light of
' the circumstances under which they were made, not misleading; and
(e) ' _engagmg in 2 any transaction, practice or course of business which operates or |
would operate as a fraud or deceit upon the. pu:rchaser
in violation of Section 17(a) of the Secunnes Act Sechon 10(b) of the Exchange Act, and Rule
10b-5 thereunder _
IX.
IT IS FURTHER ORDERED that pendmg a hearing and determination of the

' Comm:ssxon s Apphcatmn for Prehmmary IIIJIIIICUOD, Kothare, Sterling, their agents, servants,

temporarily restrained from, directly or indirectly, singly orin concert, makmg any untrue
statement of material fact in any registration, application, or any report filed with the
Commission, or willfully omitting to state in any such application or report any material fact

requnred to be stated herein, in violatjon of Section 207 of the Advisers Act.

12
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IT iS FURTHER ORDERED that, pending a hearing and detetminétion of the
" Commission’ s Application for Preliminary Injunction, Kothare, Sterling, their agents scrvants,
~ employees, and attorneys—m—fact, and those persons in actxve concert or participation with them 7
Who receive actual notice of this Order by personal service, facsimile service, or otherwise, are
'temporan'ly restrainetl from failing, directly or indirectly, singly or in coricert, to make or to keep
true, accurate, comp]ete and current books and records, to mamtam certam other récords for a
period of ﬁve years and to maintain such records for the most recent two years on the premises of
‘ the mvestment adviser, in vmlatlon of Section 204 of the Advxsers Act and Rule 204-2
thereunder.

IT IS FURTHER ORDERED that, pending a heanng and detem)matlon of the
Comxmssmn s Application for a Prehmmary Injuncnon, the Defendants, and their financial and
brokerage mstxtutlons oﬁicers, agents, servants, employees, at_torneys-m—faét, and those persons
in active concert or participation with them ‘who receive actual notice of such Order by personal
service, facsimile service or otherwise, and each of them, ho]d and retain within their control, and
otherwise prevent, any vnthdmwal transfer, pledge, encumbrance asmgument, dlSSlpatlon
concealment or other dl_sposal of . any assets, funds, or other property (includirig money,r real or
personal property, secun'tites, commodities, choses in action or other property of any kind
whatsoever) of, held by, or under the direct or indirect control of the Defendants mcludmg, but
not limited to, the Affiliated Entities, whether held in any of their names or for any of their direct

or indirect beneficial interest wherever situated, in whatever form such assets may presently exist

13
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holding such assets, finds or other property of the Defendants to hold or Tetain ‘within its or hi Ohe waf
control and prohibit the withdrawal removal, transfer or other disposal of any such assets, fup M o
or other properties including, but not limited to, al} assets, funds, or other properties held in the E OWE,
following accounts, mgw
Institution Account Number | Name of Acconnt Holder a‘.f‘(
TD Banknorth, N_A 398-0777861 Sterling Capital Planners, Inc_. fv e
TD Banknorth, N.A 3982422753 , court
TD Banknorth, N.A . 398242259 m
TD Banknorth, N.A 3980778077 MBP Associates, Inc. N seq) an
TD Banknorth, N.A 3981070716 T ' vrehh
Wachovia Securities, LLC 3290-97]7 Sterling Capita) Planners, Inc, u.té;
TD Ameritrade Institutional . 507-12605-1-6 Sterling Capital Planners, Inc, ‘;(_ _
Deutsche Bank - Private Wealth 42-920-737 Sterling Capital Plamers, Tnc. ) an
Management o _ Mg
Hudson United Bank 3980778077 MBP Associa(es, Ine. - ‘ Zﬁﬁ
TD Ameritrade Institutionai 507-12698-1-4 Ravi V. Kothare PS TST Account 7 -C'-( ’F
Deutsche Bank Securities, inc, 5XM-823210 ' Ravi V. Kothare , — W

' ' ' .‘F‘ﬁhu"ly,



accouﬂtants, ﬁngnciél or brokerage institutions, or attome_ys—in—fact; subsidiaries, affilj ates,
predecessors, succ&ssors and re!ated entities, including, but not lmnted to, the Affiliated Entities,
that refer, reflect or relate to the allegations in the Complaint, mcludmg without hm:!atlon

: documents books and records referring, reflecting or relating to the Defendants’ finances or
busmess operatlons, or the offer, purchase or saje of P]aycrs Choice securities and the use of

proceeds therefrom; and (2) ordered to provide a]l reasonable cooperatlon to the receiver in

carrymg out his dutles set forth herem I /QU ka ([LD -

Commission’ s Apphcahon fora Prehmmary In;uncuon each of the Défendants shall fije with

this Court and serve upon Plaintiff Commission, within t i s days, or within such

(1) Al assets, lHabilities and property currently held, directly or indirectly, by or for

brOkeragc accounts, investments, business interests, loans, lines of credit, and real

and personal Property wherever situated, describing each asset and liability, its

15



. current location and amount;
(2)  All money, property, assets and income received by each such Defendant for his
direct or indirect benefit from the other Defendants, at any ltime from November 1,
2004 tfnongh the date of such accounting, describing the amount, dlsposmon and
current locat:on of each of the items hsted |
(3)  The names and last known addresses of all bailees, debtors and other persons and
-entltles that currently are holdmg the assets funds or propetty of each Defendant;
and |
(4) A]l assets, funds, securities and real or pcrsonal property invested by each such
Defendant or any other person controlled by them, on behalf of Sterling chents or
' ﬂlemsclves in connectlon with the offer, purchase or sale of umts of Players
Choice ﬁom November 1, 2004 to the date of the accmmtmg, and the dlsposmon
of such assets, funds, securities, real or personal property.
Each Defendant and the ofﬁcer or cmployee of the defendant who is most knowledgeab!e about
the assets, liabilities and general financial condmon of the Defendant if any, shall venﬁ/ the
Defendant’s accounting and serve such sworn statements of asset identifying mfo:’mation by
: hand delivery, facsimile uansmlssmn to (212) 336—1322 or overnight courier service on the
Comrmssmn s counse] Dona Stetch Bachenhclrner Esq., Securities and Exchange Commission,
3 World Fmanc:al Center, New York, NY 10281 Regardless of the appomtment of temporary
receiverships over Player’s Club and Sterlmg, defendant Kothare must provxdc to the Court and
plaintiff accountings for Sterling and Players Choice and its ﬁnanaial condition as of the date of

this order. Defendant Kothare can arrange for access to the books and records of Sterling and

16



P]ayeré Choice by contacting the above-named receiver and arranging for access 1o copies to

~ such books and records for purposes of doing the accounting for Players Choice and Sterling.

. | - Xv. AN Yk N et
4{ - . ITIS FURTHER ORDERED tha J . pending further

order of this Court, be and hereby is appointed to dct as receiver for the Club and Sterling to (1)

preserve _!he status quof (2) ascertain the ﬁrue financial condition of Club and Sterling and the
disposit,ion' of im_'estor funds; (3) prevent further dissipation of the property and assets of Club
7' aﬁd' Ster_lj‘hg; C)) preveﬁt the cpcuﬁxbrance 01:' disposal of property or assets of Club and Sterli:_:g
: 'and the iﬁvestom' (5) preserve the books, records and docwﬂents of Club and Steriihg; (6) bring
Club and Sterlmg into comphance with the law; (7) be avallab]e to’ rcspond to mvestor mqumes,
(8) protect Sterling’s chents accounts and (9) detcnmne if Club and Sterlmg should undertake a
bankmptcy filing. To eﬂ'ecmate the foregoing, the recewer 1s hereby empowered to:
(@)  Take and retain immediate possess:on and control of all of thc assets and property
~of Club and Sterhng, and all books records and documents of Club and Sterling,
and the rights and powers of it with respect therem'
) ‘. Have excluswe control of, and be made the sole authonzed signatory for, all
| _accounts at any bank, brokerage ﬁrm or ﬁnanc1al institution that has possess:on or
control of any assets or funds of Club and Sterhng,
_ ()  Pay from available funds necessary business expenses required to preserve the
assets and property of Club and its investors and Sterling and its clients,
| including the books, records, and documeﬁts of Club and Sterling,

notvﬁthstanding the asset freeze imposed by paragraph 11, above;

17
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Take preliminary steps to locate assets that may have been conveyed to third

parties or otherwise concealed;

,Take.pre!il_nh]ary steps to ascertain the disposition and use of furids obtained by

the Defendants resulting from the sale of securities issued by Club and Sterling;

Engage and employ persons, including accountants, attorneys and experts, to

assist in the canyi‘ng out of the recciver’s duties and responsibilities hercunder'

Make, demand, file or otherwnse handle any claim under any insurance policy hcld

‘ by or issued on bchalfof Club and Sterlmg, or its officers, dlrcctors agents _

empioyees tmstees or other person affiliated with lt, and to take any and all steps

1

- in connectxon with such policies; and

- Take such further action as the Court shall deem equitable, just and appropnale

under the cncumstances upon p. EE:{apphcanon of the receiver

CM‘GJ'Mahm T‘L -
Qw%mgz} s

ITIS FURTI{ER ORDERED that no person or entlty, including any creditor or

cIa.lmant against any of the Defendants, or any person acting on behalf of such creditor or

claimant, shall take any action to interfere with the taking control, possession, or management of

'the assets.

XVL

IT IS FURTHER ORDERED that the Defendants shall pay the reasonable costs, fees

and expenses of the receiver incurred in connection with the performance of his duties described

heréin, including, but not limited to, the reasonable costs, fees and expenses of all persons who

may be engaged or employed by the receiver to assist him in carrying out his &uties and

18



obli gaﬁons.. Al épplications for costs, fees and expenses of ﬂle receiver and those employed by
him shall be made by application to the Court setting forth in reasonable detail the nature-of such
costs, fees and expenses. |
IT IS FURTHER ORDERED that disc-ovef).r i expedited s follows: pursuant to Rules 26,
30, 31, 33, 34,36 and 45 of tﬁe Federal Rﬁlcs of Civil Pro-c'cdure,A and without the requiremem of
a meeting pursuant to Fed. R. Civ. P. 26(f),lthe parties may: |
(1) Take dépositions; subject to two (2) cq;lcndar ciays’ notice by facsimile or -
| otherwnse, | |
(2)  Obtain the production of documents within three (3) calendar days. from service
| by facsumle or otherwise of a request or subpoena from any persons or entities,
including non-party witnesses; and |
3) .Service of any discovery requests, notices, or subpoenas_ may. be méde by personal -
service, facsimile, overnight couxier; or fzzst—cléss _Iﬁaii on an individual, entity or
the individual’s or entity’s attorney. '
@ ﬁ s 04 hain P wm

IT IS FURTHER|ORDERED that a copy of this Order and the papers supporting the

Commission's Application{be served upon the Defendants on or before Y@!t -, February
1‘9;- 2007, by personal delivery, facsimile, overnight courier, or first-class mail.
XIX.

IT IS FURTHER ORDERED that the Defendants shall deliver any opposing papers in

response to the Order to Show Cause above no later than 4@ Fcbmary% 2007, W

19



at 4:00 p.m. Service shall be made by delivering the papers, using the most exped\tious means
available, by that date and time, to the Northeast chiénal Office of the Commissipn at 3 Woﬂd
Financial Center, Room 4300, New York, New York 10281, Attm: Doria _Stetch‘ achenheimer,
Esq., or such other place as counse] for the CoMSsioh may direct in wntmg e Commission _

shall have until - L!. @y\ | % _S_:, 2007, at 5:60 pm,to ser\}g, by the most

expeditious means available, ény reply papers upon the Dcfcndams, or upon their counsel, if ‘

counsel shall have made an appearance in this action.
IT IS FURTHER ORDERED that this Order shall bé, and is, binding upon the
Defepdants and each df their respective officers, agents, -servants., employees, attorneys-in-fact, -
subsidiaries, aﬁ'lliatgs and those persons in active concert er: partic;ipati_on with them who receive
actual notice of tﬁis Order by personal service, facsimile 'scr_vice,'or éthervwiée.
(,W‘

, U}@‘Eﬁ STATES DISTRICT JUDGE

0

Issued at : 2 8D ;m
February 9, 2007

New York, New York
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